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National Income and Product Accounts
Gross Domestic Product: Fourth Quarter anO Annuit z6ib frnira Estimate)

Corporate Profits: Foirth euarter and Annual 2bl0
ReaI gross dorestic product -- the output of goods and services produced by labor and protErty
Iocated in the united states -- increased at an annual rate of 3.1 percent in the fourth quarter of 2010.
(that is, from the third quarter to the fourth quarter), according to the ,'third. estjrate releaEed by the
Bureau of Econonic Analygis. In the third quarter, real cDp increased 2.6 percent.

The GDP estimate released today is based on more complete source data than were available for
the "second" esti.mte issued last rcnth. In the second estimte, the increase in real cDp was 2.8
percent (see ,'Revj-sions" on page 3).

The increase in real GDP in the fourth quarter prierily reflected positive contributions from
personal consumption expenditures (PcE). exportE, and nonresidentj.al fixed investnent that were partly
offset by negative contributions from private inventory investrent and state and local goverment
spending. rmports. which are a subtractiotr in the caLculation of cDp, decreased.

The fourth-quarter acceleration in real GDP primrily reflected a sharp downturn in inports, an
acceleration in PcE, an upturn in resj-dential fixed investrent, and an acceleration in exports that were
partly offset by downturns in private inventory investrent, in federat goverment s[Ending, and in state
and loca1 govermen! sSending, and a deceleration in nonresi.dential f,ixed invesrrenu.

Fj-na1 sal-es of computers added 0.35 percenlage trDj.nt to the fourth-quarter change in real cDp
after adding 0.29 percentage point to the third-quarter change. Motor vehicle output subtracted 0.27
percentage lpint from the fourth-quarter change in real GDp after adding 0.49 IErcentage trpint to the
third-quarter change.

FooTNoTE.--Quarterly estimtes are expressed at seagonally adjusted annual rates, unless othenise
specified. Quarter-to-quarter dollar changes are differences between these published estimtes. percent
changes are calculated from unrounded data and are annualized. ,,Real,, estimtes are in chained (2005)
dollars. Price indexes are chaj.n-type measures.

Thisnewsreleaseisavai1ab1eonry..Eeb.-g.&'aJ-ongwiththe@andlg4}is!'g
related !o this release.

The price index for gross domestic purchases, which reasures prices paid by u.s. reEidents,
increased 2.1 percent in the fourth quarter, the sare j.ncrease as in the second estjmte; this index
increased 0.7 percent in the third quarter. Excluding food and energy prices, the price index for gross
donestic purchaEes increased L.1 percent in the fourth quarter, conparedwith an increase of 0.4 percent
in the third.

ReaI personal consumption expenditures increased 4.0 percent in the fourth quarter, compared
with an increase of 2.4 percent in the third. Durable goods increased 21.1 lErcent, compared wj.th atr
increase of 7.6 percent. Nondurabl.e goods increased 4.1 percent, comparedwith an increase of 2.5
percent. Services increased 1.5 percent, compared with an increase of 1.6 percent.

Real nonresidentiat fixed investrent increased 7.7 percent in the fourth quarter/ compared with
an increase of 10.0 percent in the third. Nonresidential structures increased 7.6 percent, in contrast to a
decreaae of 3.5 percent. Equi.prent and Eoftware increased 7.7 percent, conpared with an increaEe of
15.4 percent. Real residentiaL fixed investrent i-ncreased 3.3 percent, in contrast to a decrease of 27.3
percent.

Real exlprts of goods and services increased 8.6 lErcent in the fourth quarter, compared with an
j-ncrease of 6.8 percent in the third. Real jslprts of goods and Eervices decreased L2.6 EErcent, in
contrast to an increase of 16.8 percent.

Real federal, goverment consurPtion expenditures and grosg investrent decreased 0.3 percent
in the fourth quarter, in contraEt to an increage of 8.8 percent in the third. Nationat defense decreased
2.2 petce\tt in conlrast to an increase of 8.5 trErcent. Nondefense increaged 3.7 percent, compared with
an increase of 9.5 trErcent. ReaI state and local goverrcnt consupt j.on expendj.tures and gross
rnvestrent decreased 2.5 percent, in conlrast to an increaEe of O.Z percent.

The change in real private invenuories subtracted 3.42 percentage points from the fourth-quarter
change in real GDP, after adding 1.61 lErcentage trpints to the third-quarter change. private businessesj.ncreased inventories S15.2 billion in the fourth quarter. following increases of g121.4 billion in the third
quarter and 958.8 billion in the second.
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Gross dorestic purchases

Real gross domestj.c purchases -- purchases by U.S.
produced -- decreased 0.2 trErcent, in the fourth quarter,
third.

http://www.bea.gov/newsreleases/national / gdpl20ll I gdp4q 1 0_3...

Real final sales of dorestic product -- cDP Less change in private inventories -- increased 6.7
percent in the fourth quarter, conpared with an increage of 0.9 percent in the third.

regidents of goods and services wherever
rn contrast to an increase of 4.2 rercent in the

cross national product

ReaL qross natj-onal product -- the goodg and seryices produced by the labor and protErty
supplied by U.s. residents -- increased 2,8 tErcent in the fourth quarler, comparedwith an increase of
2.3 percent in the third. GlfP includes, and cDP excludes, net receipts of incore fron the rest of the
world, which decreased S1.0.5 biuion in the fourth quarter after decreasing S7.1 billion in the third, in the
fourth quarter, receipts increased $21.1 billion, and pa]rents increased $31.5 billion.
Current-dollar GDP

cuEent-do1lar GDP -- the narket value of the nation's output of goods and seryiceg -- increased
3.5 percent, or 9L25.3 billion, in the fourth quarter to a level of 574t877.4 billion. rn the lhird quarter,
current-dolLar cDp increased 4.6 percent, or 9166.4 billion.

Revisions

The ulNard revision to the percent change in real cDP primrily reflected ulryard revisions to
private inventory investrent and to nonresidential- fixed investment that were partly off,set by a
downward revision to exports of goods and serviees.

Advance EstiMte Second Estimte Third Estimte
(Percent change fron preceding quarter)

Real GDP..
current-dollar cDp......
Gross dorestic purchases price index...

3.4

2O1O GDP

ReaI GDP increased 2.9 percent j.n 20LO (that is, from the 2OO9 annual level to the 2O1O annual
level), in contrast to a decrease of 2.6 percent in 2009.

The increase in reaL GDP in 2O1O primrily reflected positive contributions from private
inventory investment, exlprts, personal conswption expenditures (pCE), nonresidential fj.xed
investment, and federal goverment spending. fnports, which are a subtraction in the calculation of
GDP, increased.

The upturn in real GDP primrily reflected upturns in ex[prts. in nonresidential fixed
uvestrent' in PcE, and in private inventory.investrent and a smaller decrease in residential fixed
investrent that were partly offset by an upturn in imtrprts.

The price index for gross domestic purchases increased L.3 trErcent in 2010, in contrast to a
decrease of 0.2 percen! in 2009.

current-dolLar GDP increased 3.8 percent, or 5541.4 biUion, j.n 2010. In contrast, curent-dollar
GDP decreased 1.7 percent, or S250.1 bj-llion, in 2009.

During 2010 (that is, reasured from the fourth quarter of 2009 to the fourth quarter of 2O1O),
real GDP increased 2.8 percent. Reat GDP increased 0.2 trprcent during 2009. l'he price index for gross
donestic purchases increased 1.2 lErcent during 2010, conpared wj.th an j.ncrease of 0.5 lErcen! during
2009.

Corporate prgfits

Profits from curent production (corporate profit.s with inventory valualion and capj-tal-
consumption adjustnents) increased S38.2 biu-ion in the fourth quarter, compared with an increase of
526.0 billion in the third quarter. current-production cash flow (net cash fl-ow with inventory valuation
adjustment) -- the internal funds available go corporations for investnent -- increaEed 936.9 billion in the
fourth quarter. in contrast to a decrease of S58.4 billioD in the third.

Taxes on corporale incore decreased $1.3 biuion in the fourth quarter, in contraEt to an increase
of $23.8 bilLion in the third. Profi.ts after tax with inventory valuation and capital consumption
adjustrents increased 939.5 bitlj-on in the fourth quarter, comparedwith an increase of 92.2 bitlion in
the third. Di.v.idends increased S8.9 bitl-ion. compared with an increase of S8.1 bj.Uioni current-
production undistributed profits increased S30.6 bilLion, i.n contrast to a decrease of 95.9 biUion.

Dorestic profits of financial corporations increased 95?.7 billion in the fourth quarter, conpared
with an i.ncrease of 934.5 biUion in the third. Dorestic profits of nonfinancial cortrprations decreased
$10.1 biuion in the fourth quarter. in contrast to an increase of SO.3 bj.llion in the third. In the fourlh
quarter. real gross value added of nonfinancial corporations increased. and profits per unit of, real gross
value added decreased. The decrease in unit profits reflected a decrease in unit prices that rcre than
offset a slight decrease in unj.t l-abor costs. unit nonlabor costs were uncbanged.

The rest-of-the-worl.d contrDnent of profits decreased 59.4 biUion in the fourth quarter.
compared with a decrease of $8.9 billion in the third. ThiE neasure is calculated as (1) receipts by U.s.
residents of earnings from their foreign affil-iateE plus divj.dends recej.ved by u.s. residents from
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unaffiriated foreign corporations minus (2) palrents by u.s. affiLiates of earnings to their foreign
parents plus dividends paid by u.s. corporations to unaffiliated f,oreign residents. The fourth-quarter
decrease was accounted for by a larger increase j.n palments than in receipts.

Profits before tax with inventory valuation adjustrent is the best available reasure of industry
profits because eslietes of the capital consumptioo adjustment by industry do not exist. This neasure
reflects depreciation-accounting practices used for federaL incore tax returns and is affected by the
bonus depreciation provisions of the Tax Relief, unsplolment rnsurance Reauthorization and Job
creation Act of 2010 (see belw). According to this reasure, dorestj.c profits of fj.nancial corporations
tncreased and profits of nonfinancial corporations decreased. The decrease in nonfinancial cortrprations
reflected decreases in all- industries shown, except for smll increases in sore detailed mnufactqringj.ndustries. The largest decrease was in whol-esale trade.

Profits before tax decreased S48.3 biUion in the fourth quarter, in contrast to an increase of 95?.5
billion in the third. The before-tax reasure of profitg does not reflect, as doeg profits from curren!
production' the capital- consunption aod inventory valuation adjugtnentE. Theae adjustments convert
depreciation of fixed assets and inventory withdrawals reported on a tax-return, bistoriqal--cost basis to
the current-eost reasures used in the national incore and product accounts. The capital consunption
adjustrent increased $L53.5 bilLion in the fourth quarter (from -S159.3 bj.llion to -9L5.8 billion),
comparedwith an increase of $1.4 billion in the third. The inventory val,uatj.on adjustrent decreased
966.8 biltion (fron -S36.4 biUion to -9103.2 billion). conpared {ith a decrease of S32.9 bit-tj.on.

Provisions of lhe Eax Relief, unemplolrent Insurance Reauthorization and Job creation Act of
2 010

The Tax Relief. unemplolment Insurance Reauthorization and Job creation Act of 2olo, sj.gned
into law Decetr0fer 17t 2OIot provided a relroactj.ve increase in bonus depreciation fron 50 percent to
100 percent for qualified purchases made between geptenber 9, 2O1O and Decenber 31, 2011.

Profits from current production are not affected because they do not depend on the depreciation-
account.ing practj.ces used for federal incore tax returnsi rather, they are based on depreciation of f,ixed
assetE valued at current cost and using congistent depreciation profiles based on used-asset prices. The
additional depreciation provided for by the Act is estimted to have increased tax-based depleciation
exlEnses of corlprations in the fourth guarter by S155,0 billion (annual rate) and reduced profits before
tax' which is based oo earnings reported on tax returns, by the sde aount. The capital consumption
adjustnent, which is the difference between the depreciation specified in the lax code and the
depreciation underly.i-ng profj.ts fron current production, also increased by the sre arcunt because the
Act raised tax depreciation by S156.0 billion. (Fourth-quarter profits tax liabj.lity was reduced by 936.1
biU-ion, and profits after tax were reduced by $119.9 biUion.)

As with corporate profits from current production, nonfam proprietors, incore with capital
consmption and inventory valuation adjustrents (table 10) was not affected by the provisions of the
acli nonfarm Proprietors' income without these adjustrents was reduced, and the related capital
consumption adjustment was increased by the sare ilount. The other major naliona1 incore and
product account components and aggregates shoqn in this release oere not affected.

Further informtion is avaitable in FAO-#955! "How did tbe smlL BusinesE Jobs and credit Act of 2O1o
and the Tax Relief, unemplolrent Insurance Reaulhgrization and Job creation Act of 2010 inpact the current
quarterly estimteE of the capital- consmption adjustrent for dorestic business in 20702"

Corporate profits in 2010

Profits from current production increased 29.2 lErcent in 2010, in contrast to a decrease of 0.4
percent in 2009. Domestic profits increaged 37.0 percent, compared with an increase of 6.4 percent.
The rest-of-the-world component of profits increased 8.9 percent, in contrast to a decrease of 14.3
percent.

Taxes on corporate incore increased 63.4 lErcent in 2010, in contrast to a decrease of 17.3
percent in 2009. Profits after tax with inventory valuatj.on and capitat consumption adjustrents
increased 20.4 percent, conpared with an increase of 5.1 percent. Dividends increased 1.9 percent, in
contrast to a decrease of 9.9 percenti current-production undistributed profits increased 67.3 percent,
compared with an increase of 81.3 percent.

According to the measure of profits before tax wilh inventory val-uation adjuEtment. dorestic
profits of both financial and nonfinancial corporations j.ncreased in 2010. The increase in nonfinancial-
corporations refLected increases in all industrj.es sh@n except chemical products and food and beverage
and tobacco products. within manufacturing, the lalgest increase was in conputer and electronic
products .

BEA's nationaL, internati.onal, regional, and industry estimtesi the survey of current BusineEg;
and BEA news reLeases are available oithout charge on BBA,S web site at w.bea.ggv, By visiting
the site, you can also subscribe to receive flee e-reil sumaries of BEA releases and announcerents.
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